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QUESTION 1 (50 MARKS) 
    (60 MINUTES) 
 
You have been presented with the following abridged financial statements of H Ltd and S Ltd for the 
reporting period ended 31 December 2016. 
 
STATEMENT OF FINANCIAL POSITION FOR THE REPORTING PERIOD ENDED 31 DECEMBER 
2016 
 
H Ltd S Ltd 
ASSETS 
  
Buildings  2 500 000  120 000 
Plant and equipment  2 100 000  859 500 
   
Cost price  3 200 000  1 480 000 
Accumulated depreciation  (1 100 000)  (620 500) 
   Investment in S Ltd at fair value: 
  
   80 000 ordinary shares (cost price: R1 000 000)  1 250 000 - 
   90 000 10% preference shares  150 000 - 
Inventories  875 000  625 000 
Trade receivables  575 000  368 000 
Bank  630 000  80 000 
 
 8 080 000  2 052 500 
EQUITY AND LIABILITIES 
  
R10 - ordinary share capital  5 000 000  1 000 000 
R1 - 10% preference share capital 
 
 300 000 
Mark-to-market reserve  250 000 - 
Retained earnings  2 479 000  589 500 
Trade payables  351 000  163 000 
 
 8 080 000  2 052 500 
 
STATEMENTS OF CHANGES IN EQUITY FOR THE REPORTING PERIOD ENDED 31 DECEMBER 
2016 
 
Mark-to-market 
reserve 
Retained earnings 
 
H Ltd H Ltd S Ltd 
    
Balance at 1 January 2016 200 000 1 602 750 162 000 
Profit for the year  1 076 250 482 500 
Other comprehensive income   50 000 
 
  
Dividend paid - Ordinary dividend  (200 000)  (25 000) 
  - Preference dividend  
 
 (30 000) 
Balance at 31 December 2016 250 000 2 479 000 589 500 
 
STATEMENTS OF COMPREHENSIVE INCOME 
FOR THE REPORTING PERIOD ENDED 31 DECEMBER 2016 
 
H Ltd S Ltd 
   Revenue  4 860 250  1 010 000 
Cost of sales  (2 675 000)  (205 000) 
Gross profit  2 185 250  805 000 
Other income  316 000  32 000 
Net operating expenses  (997 000)  (258 500) 
Profit before tax      1 504 250  578 500 
Tax  (428 000)  (96 000) 
Profit for the year  1 076 250  482 500 
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QUESTION 1 (CONTINUED) 
 
ADDITIONAL INFORMATION: 
 
1. On 1 January 2014 H Ltd acquired an interest in the ordinary shares of S Ltd. On that date the 
equity of S Ltd consisted of: 
 
 Ordinary share capital (R10 shares) 1 000 000 
 Retained earnings 87 000 
 
2. Since acquisition date, S Ltd sells inventory to H Ltd at cost plus 20%.On the 1 January 2016, 
R15 000 of the inventory purchased was still on hand 
   
3. Total intra-group sales for the current reporting period ended 31 December 2016 amounted to 
R580 000. All inventory purchased was sold to third parties during the reporting period ended 2016 
i.e. no inventories were on hand as at 31 December 2016. 
 
4.  On 3 January 2016, the management of S Ltd sold a vehicle with a carrying amount of R76 000 on 
that date for R110 000 to H Ltd.  Depreciation is written off using the straight line method. The 
remaining useful life was estimated to be 5 years on date of sale. This profit on the sale was 
included in the line item “Other income”. 
 
5.  On 1 November 2016, H Ltd purchased 90 000 preference shares for R150 000 from S Ltd.  
 
6. S Ltd declared and paid ordinary and preference dividends during the current reporting period.  H 
Ltd included their share of the dividends declared and paid by S Ltd in “Other income”. 
 
7. H Ltd classified the equity investment in S Ltd under IFRS 9 in its separate financial statements 
and recognised all fair value adjustments in other comprehensive income in the mark-to-market 
reserve. 
 
8. It is the accounting policy of H Ltd to measure non-controlling interest in ordinary shares at the fair 
value on the date of acquisition. At that date the directors of H Ltd were of the opinion that the non-
controlling interest were worth R5 000 more than their proportionate share of the fair value of the 
identifiable net assets of the acquiree. 
 
9. Assume that the identifiable asset acquired and the liabilities assumed at acquisition date are 
shown at their acquisition-date fair values, as determined in terms of IFRS 3, Business 
Combinations. 
 
10. You may ignore tax implications 
 
*PLEASE TURN PAGE OVER FOR REQUIRED INFORMATION* 
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QUESTION 1 (CONTINUED) 
 
REQUIRED: 
 
1.1 Prepare the necessary pro forma consolidation journal entries relating to the intra-group 
transactions ONLY for the reporting period ended 31 December 2016. (10) 
 
1.2 Prepare the analysis of the owner’s equity of the ordinary shares of S Ltd for the reporting period 
ended 31 December 2016. (10) 
 
1.3 Prepare the main pro-forma consolidation journals eliminating only H Ltd’s investment in the 
ordinary shares of S Ltd.         (5) 
 
1.4 Prepare the analysis of the owner’s equity of the preference shares of S Ltd for the reporting period 
ended 31 December 2016. (5) 
 
1.5 Prepare the Consolidated Statement of Comprehensive Income of H Ltd and its subsidiary for the 
reporting period ended 31 December 2016. (10) 
 
1.6 Prepare the Consolidated Statement of Changes in Equity of H Ltd and its subsidiary for the 
reporting period ended 31 December 2016.  (10) 
  
 PLEASE NOTE: Total columns are NOT required. 
 ___ 
 (50) 
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QUESTION 2  (20 MARKS) 
    (24 MINUTES) 
 
 
The financial statements of Vura Ltd are in the process of being prepared for publication purposes. The 
senior accountant has requested you, as the new trainee, to assist with the calculation of earnings per 
share. You have extracted the following information from the financial records of the entity: 
 
Extract from the Statement of Profit or Loss and Other Comprehensive Income for the reporting 
period ended 30 June 2016 
 
 2016 2015 
 R R 
Profit before dividends and tax  3 000 000  2 700 000 
Dividends received  225 000  210 000 
Profit before tax  3 225 000  2 910 000 
Tax expense  905 000  815 000 
Profit for the period  2 320 000  2 095 000 
Other comprehensive income   
Mark-to-Market reserve  -  180 000 
Total comprehensive profit for the period  2 320 000  2 275 000 
 
The capital structure of the entity is as follows at the beginning of the current reporting period: 
 
 
Ordinary share capital of R4.00 per share 
 Authorised (number of shares) 500 000 
Issued 1 July 2014 (number of shares) 275 000 
 
 10% Preference shares redeemable at the option of Vura Ltd issued at R2.5 each 
on 1 September 2012 
R625 000 
  
12% non-redeemable preference shares issued on 1 July 2014 R425 000 
  
12% non-cumulative preference shares issued on 31 December 2014 R370 000 
  
 
ADDITIONAL INFORMATION: 
 
1. On 1 February 2015 Vura Ltd issued 150 000 ordinary shares at the fair value of R5.00 per share. 
 
2. Vura Ltd decided to buy back 120 000 of its issued ordinary shares at a premium of R6 per share 
on 02 April 2015. 
 
3. Vura Ltd made a rights issue of 2 ordinary shares for every 5 shares held on 01 January 2016.  
The rights issue was fully subscribed at the fair value on the issue date. 
 
4.  On 1 May 2016 the company secretary proposed a share consolidation of R2 ordinary shares into 
R4 ordinary shares in order to “clear” the shareholders register of odd-lots. 
 
5. The accountant of Vura Ltd. noted that one of the debtors, Fantasy Ltd, was declared insolvent on 
13 July 2016. Fantasy Ltd owed Vura Ltd R65 000 at year end. The financial statements were 
authorized for issue on 31 August 2016. 
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QUESTION 2 (CONTINUED) 
  
 
6. No dividends were declared on the 12% non-cumulative preference shares in the 2016 and 2015 
reporting periods.  All other preference dividends were declared on 30 June for both periods.  No 
entry had been recognised in the accounting records and no cash had been paid yet.  
 
7.  No dividends were declared to ordinary shareholders for the reporting period ended 30 June 2016. 
 
8.  You may assume a tax rate of 28% for the reporting period. 
 
 
REQUIRED: 
 
Present and disclose the earnings per share in the financial statements of Vura Ltd for the reporting 
period ended 30 June 2016. 
 
Note: 
 Comparative figures are required. 
 Your answer should include the necessary calculations. (20) 
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QUESTION 3  (55 MARKS) 
    (66 MINUTES) 
 
ABD Ltd is a manufacturer and retailer of the latest cricket bats in South Africa. The senior accountant 
responsible for the preparation of the end of year management accounts has unfortunately taken ill.  The 
financial director requests your assistance to finalise the end of reporting period accounts. 
 
The following balances appeared in the records of ABD Ltd on 31 December 2016: 
 
Note R 
Land at valuation - 1 December 2015 1 370 000 
Delivery vehicle 2 ?? 
Inventories 3  
Depreciation on printer 4  15 000 
Receivables 5 980 670 
Bank  7 000 
 
 
ADDITIONAL INFORMATION: 
1. It is company policy to revalue the land at replacement value every three years by using an 
independent appraiser.  The following information is available: 
 
 
R 
Purchase price – 25 December 2010  350 000 
Revaluation - 25 December 2013  20 000 
Revaluation - 25 December 2016  30 000 
 
400 000 
 
2. A delivery vehicle was purchased and put into use on 31 October 2014 at a purchase price of R285 
000 (incl. VAT).  As at that date the residual value of the delivery vehicle was R50 000 (excl. VAT). 
During a board meeting held on 30 July 2016, management decided to change the depreciation 
method on the vehicle from the reducing balance method over five years, to the kilometres travelled 
method. The estimated kilometre reading over the total expected life of the vehicle is 100 000km. 
For this purpose, the following information was collected by the transport manager: 
 
  Reporting Period Odometer reading 
31 December 2014 20 000 km 
31 December 2015 50 000 km 
31 December 2016 80 000 km 
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QUESTION 3 (CONTINUED) 
 
3. Inventories on hand consist of: 
 
 
Cost Net realisable value 
Raw materials  ¥10 000  R118 000 
Consumables  R42 000  R44 000 
Finished products  ?  ? 
 
3.1 Raw materials were purchased Cost Insurance Freight (CIF) from a supplier in China. The 
following exchange rates were applicable: 
  
Event Date ZAR:CNY  
Order 15 February 2016 11.54:1 
Invoice 22 March 2016 11.82:1 
Shipment  1 April 2016 12.05:1 
Delivery 17 April 2016 12.03:1 
  
3.2 The following information is provided with respect to finished products: 
 
Costs R 
Manufacturing cost per unit 96 
Administration cost 16 
Storage cost 2 
VAT 10 
Finance cost 4 
Abnormal wastage per unit 3 
Selling price per unit 350 
 
 3.3 ABD Ltd had no cricket bats at the beginning of the year, production was slow this year and 
only 3000 cricket bats were produced of which 1 500 was sold during the year. 
  
 3.4 The selling agents’ commission is 20% of the selling price.  
  
 3.5 ABD Ltd values its inventories at the lower of cost, measured on the first-in-first-out basis, or 
net realisable value. 
 
4. The financial director noticed that a printer Model XC115 that was purchased by the company on 1 
May 2015 for R114 000 (incl. VAT) was added in the 2015 asset register but the depreciation was 
erroneously left out. The depreciation for the current year was calculated and accounted for 
correctly. However, he is unsure how to account for this oversite for the previous year. The 
company depreciates its own printers at 15% per annum on the straight line method.  
 
5. Mr Warner has been one of ABD Ltd’s main clients since the incorporation of the company.  His 
account has been unpaid for the past 18 months, however as he is a trusted family friend and ABD 
Ltd has continued to sell him cricket bats.  As at the end of the reporting period the total amount 
owed by Mr Warner was R340 000. On the 8 January 2017 an announcement to all Mr Warner’s 
creditors was made stating he had been declared bankrupt and that a liquidation dividend of 15c to 
the Rand would be paid.   
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QUESTION 3 (CONTINUED) 
 
6. A meeting will be held on the 31 March 2017 to authorise the current period’s financial statements 
for issue. 
 
REQUIRED: 
 
a) Present the assets only section as it should appear in the Statement of Financial Position for 
Greys Ltd for the reporting period ended 31 December 2016.  (5) 
 
b) Disclose the following notes to the Statement of Financial Position for Greys Ltd for the reporting 
period ended 31 December 2016 to comply with International Financial Reporting Standards 
(IFRS).  
 
 Property, plant and equipment  
 Inventory  
 Adjusting / Non adjusting events 
 Change in accounting estimate  
 Prior period errors  
  (50) 
Please note: 
- Only the notes in relation to the assets are required. 
- Notes on the accounting policy are not required.  
- Comparative figures are not required. 
- Shows all your calculations clearly. 
 
 
